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Property Tax
Assessment
Limits

How do states limit property
tax increases?

Property taxes are calculated
using a percentage of the
home’s market value.

Property taxes are calculated using the
“assessed value” of a home. The assessed value
is a percentage of the market value, or the
dollar amount for which the house could be
reasonably sold, which is determined by the
county assessor. The assessment value is then
multiplied by the local tax rates levied by
entities such as school districts, fire protection
services, and other local public services, to
determine the property taxes owed. More
information about factors influencing property
taxes is available in the Property Taxes &

Home Values Science Note.

MO property tax bills are among the lowest in
2020), but
homeowners may experience steep increases in

the nation (Pacquin et adl.,

property taxes if the market value of their home
rises rapidly. Other states have instituted less
frequent assessments and assessment caps to
limit the growth of property taxes.

Research Highlights

Reducing property assessment frequency causes

unexpected increases in taxes following
reassessments.
Reducing assessment frequency increases

disparities in home assessments and results in
newer and lower value properties paying more.

Caps on assessment increases shift the tax
burden to newer homeowners and cause
delayed homeownership in younger generations.

Less frequent assessments shift
the tax burden to newer
homeowners and lower value
properties.

Currently, 37 states assess property at least
once every 3 years, with 27 of those states
assessing property annually. Some counties in
PA do not reassess property at all (Paguin et al.,
2020). Property owners in these counties pay
taxes on the value of the property as
determined at its last assessment in either the
early 1970s or 1980s, depending on the county.
Newer homes are assessed the year they are
built (PA_Llegislative Budget and Finance
2010). frequent
assessments have significantly reduced local
revenue and create a greater tax burden on

Committee, These less

newer and lower-value properties (Weber et al.,
2010; McMillen & Singh, 2020).

Less frequent assessments also result in
when

properties are reassessed (Alm et al., 2016). This

unexpected increases in tax bills

is especially impactful if the assessment is



More
assessments, especially in areas where property

frequent

inaccurate. property  fax
values increase quickly, reduce assessment
disparities between similar
ensure that low value properties do not pay

properties and

disproportionate property taxes (Hou et al,
2023). Currently, 'inexpensive’ properties pay
almost 50% higher effective tax rates than
‘expensive’ homes nationwide as a result of
methods and infrequent

flawed valuation

reappraisal (Amornsiripanich, 2022).

Capping assessment increases
overburdens newer, rural, and
lower value homeowners and
delays homebuying among
younger generations.

Other states have created limits on the amount
a home’s value can increase for fax purposes
(Figure 1).

Studies have shown that property tax caps
result in systems where lower earners pay a
disproportionately high amount of their income
in taxes. In CO, under the Gallagher

Figure 1. Map of states that have caps on
the amount an assessed value can
increase. Yellow stafes have caps on
property assessment increases, blue states
do not. CA has the strictest cap at a
maximum of 2% per year for all property
(CA Constitution XllIA §2(b)), followed by FL
with @ 3% cap on homestead value
increases (FL Admin Code 12D-8.0062). CT,

MD, and LA institute phase-in periods and

reassessment freezes for large increases in
home value. NY and SC forbid assessment
increases over 20% and 15% within a 5-year
period (Collins et al., 2019).

Amendment, researchers found that taxpayers
in 74 of 178 school districts (42%) paid more in
property taxes because of the property tax cap.
In addition, rates of taxation were higher for
already tax burdened populations, including
lower value and rural homesteads (Resnick,
and Godsall, 2015). In CA, local
governments lost more than 53% of revenue and

Brown,

were forced to institute sales taxes and other
non-income based fees to fund basic services,
which disproportionately impact lower income
communities, regardless of homeownership
status (California Budget Project, 1997; Shires,
1999).

Because assessment values are reset when the
home is sold, homeowners  pay
significantly higher taxes than their neighbors

(Denny,_Levin,_and Parsons, 2022). Relatedly,

newer

many homeowners become “locked in" as home
values rise - they cannot afford the market
adjusted property taxes on newly purchased
property, even to downsize. This immobility
negatively affects housing stock, contributing to
increased market values, and causing younger
households to delay or forgo homeownership
(Wasi and White, 2005).

MOST Policy Initiative is a 50l(c)3 nonprofit organization that provides nonpartisan research information to
members of the Missouri General Assembly upon request. This Science Note is intended for informational purposes
and does not indicate support or opposition fo a particular bill or policy approach. A full list of references used in
this Science Note may be found at m_fps:,{[mosf;picyfniﬁaﬁve.orgZscience—nofe{,Qgg,cgr_fy—fax—cssessmenf—!imifs.
Please contact infoemostpolicyinitiative.org with any questions.
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